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AMCONSUL FRANKFURT 
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DEPARTMENT PASS FEDERAL RESERVE 

E.O. 11652: N/A 
TAGS: EFIN, GW 

SUBJECT: FINANCIAL DEVELOPMENTS (WEEK ENDING SEP 13) 
REF: BONN 14998 

1. FOREIGN EXCHANGE MARKET: ON SEPTEMBER 9 THE 
DOLLAR CAME UNDER PRESSURE AGAINST THE DEUTSCHEMARK 
DECLINING TO DM 2.5060 AT THE FIXING, THE LOWEST 
FIXING RATE THIS YEAR. THE DOLLAR RECOVERED LATER 
BUT FAILED TO RETURN TO THE LEVEL PREVAILING BEFORE 
THE POUND WEAKENING. DURING THE PERIOD UNDER REVIEW 
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FRANKFURT SPOT AND FORWARD DOLLAR RATES DEVELOPED 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


AS FOLLOWS: 


FORWARD DOLLARS 

SPOT DOLLARS (IN PERCENT PER ANNUM) 

OPENING FIXING CLOSING ONE-MONTH THREE-MONTH 


SEPT 7 2.5220 2.5203 2.5220 -1.1 -1.2 


8 2.5200 

2.5210 2.5175 

-0.8 

-1.2 

9 2.5160 

2.5060 2.5090 

-1.1 

-1.3 

10 2.5070 

2.5115 2.5110 

-1.1 

-1.3 

13 2.5125 

2.5087 2.5100 

-1.3 

-1.2 

14 2.5095 

N.A. N.A. 

N.A 

N.A 


ON SEPTEMBER 9, THE DEUTSCHEMARK ALSO STRENGTHENED 
AGAINST THE SNAKE CURRENCIES, AND THE BUNDESBANK HAD TO 
INTERVENE IN BELGIAN FRANCS AND SCANDINAVIAN SNAKE 
CURRENCIES. HOWEVER. THE SNAKE CURRENCIES ALSO 
RECOVERED LATER, AND NO FURTHER BUNDESBANK INTERVENTIONS 
WERE REPORTED. 

2. MONEY MARKET: CONDITIONS ON THE GERMAN MONEY 
MARKET DID NOT CHANGE VERY MUCH. DURING THE PAST 
WEEK MONEY MARKET RATES DEVELOPED AS FOLLOWS: 

CALL MONEY ONE-MONTH THREE-MONTH 


SEPT 

7 4.1-4.3 

4.40 

4.1 

8 

4. 1-4.3 

4.40 

4.50 

9 

4. 1-4.2 

4.40 

4.50 

10 

4.0-4.2 

4.40 

4.50 

13 

4.0-4. 1 

4.40 

4.50 


3. BUNDESBANK FOREIGN POSITION: IN THE PERIOD 
SEPTEMBER 1-7 THE BUNDESBANK'S NET FOREIGN POSITION 
INCREASED BY DM 0.2 BILLION TO DM 93.3 BILLION. 

LIQUID FOREIGN EXCHANGE HOLDINGS ROSE BY DM 1.473 
MILLION MAINLY REFLECTING THE $0.5 BILLION PARTIAL 
REPAYMENT BY THE BANCA D ITALIA OF THE $2 BILLION 
BUNDESBANK CREDIT (SEE BONN 14998). DUE TO THIS 
REPAYMENT, BUNDESBANK CREDITS TO FOREIGN MONETARY 
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AUTHORITIES (OTHER THAN THE EUROPEAN MONETARY FUND) 
DECLINED BY DM 1,262 MILLION. BUNDESBANK CLAIMS ON 
THE EUROPEAN MONETARY FUND DECLINED BY DM 85 MILLION 
AND FOREIGN LIABILITIES BY ABOUT DM 70 MILLION. 

4. BANK LIQUIDITY: IN THE PERIOD SEPTEMBER 1-7 
BANK LIQUIDITY INCREASED BY DM 0.1 BILLION. THE 
MAJOR FACTOR INCREASING LIQUIDITY WAS A DM 3.4 BILLION 
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DECLINE IN OFFICIAL NET ASSETS HELD AT THE BUNDESBANK. 
(ASSETS OF THE FEDERAL GOVERNMENT ALONE DECLINED 
BY DM 2.3 BILLION TO DM 4.2 BILLION.) OTHER FACTORS 
INCREASING LIQUIDITY WERE THE ABOVEMENTIONED INCREASE 
IN THE BUNDESBANK'S FOREIGN POSITION AND A DM 0.7 
BILLION DECLINE IN CURRENCY IN CIRCULATION. LIQUIDITY 
WAS REDUCED BY A DM 2.1 BILLION INCREASE IN THE BANKS' 
HOLDINGS OF RESERVES AT THE BUNDESBANK. OTHER 
FACTORS REDUCED LIQUIDITY BY DM 2.1 BILLION, NET. (THE 
INCREASE IN THE BANKS’ RESERVES HELD AT THE BUNDESBANK 
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RAISED SUCH RESERVES ON AVERAGE PER DAY (SEPTEMBER 1-7) 

TO DM 48.1 BILLION WHICH MAY BE ABOUT 2 BILLION ABOVE 
ANTICIPATED SEPTEMBER RESERVE REQUIREMENTS. THE BANKS 
APPEAR TO HAVE INCREASED RESERVES ABOVE REQUIREMENTS IN 
PREPARATION FOR THE MAJOR MID-SEPTEMBER TAX DATE.) THE 
BANKS USED THE SLIGHT INCREASE IN LIQUIDITY TO REDUCE 
LOMBARD BORROWINGS BY DM 0.6 BILLION AND THUS REPAID 
PRACTICALLY THE TOTAL OUTSTANDING. AT THE SAME TIME 
THEY INCREASED THE CHEAPER REDISCOUNT BORROWINGS BY 
DM 0.5 BILLION. 

5. BOND MARKET: PRICES ON THE MARKET FOR DOMESTIC BONDS 
UNCLASSIFIED 
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INCREASED FURTHER. BUT AT A LOWER RATE THAN LAST WEEK. 
ACCORDING TO THE PRESS AVERAGE CURRENT YIELDS OF 
DOMESTIC BONDS BROKEN DOWN BY REMAINING MATURITY, 
COMPARED WITH SEPTEMBER 5, ARE AS FOLLOWS: 

REMAINING MATURITY 
(YEARS) 1 3 5 7 lO 

YIELD TO MATURITY: 

SEPT 5 5.50 7.40 7.90 8.15 8.40 

SEPT 12 5.50 7.30 7.85 8.10 8.35 

IN VIEW OF IMPROVED CONDITIONS ON THE GERMAN BOND MARKET 
THE BUNDESBANK, IN LATE AUGUST, BEGAN TO SELL FROM ITS 
PORTFOLIO OF DOMESTIC BONDS. SUCH SALES AMOUNTED IN 
THE PERIOD AUGUST 24 - SEPTEMBER 7 TO MORE THAN DM 400 
MILLION ABSORBING BANK LIQUIDITY IN THE SAME AMOUNT. 

(IN THE PERIOD JULY TO OCTOBER 1975 THE BUNDESBANK HAD 
ACQUIRED ABOUT DM 7.3 BILLION OF FEDERAL GOVERNMENT, 
BUNDESBAHN AND BUNDESPOST BONDS. ON SEPTEMBER 7, THE 
BUNDESBANK STILL HOLD DM 5.8 BILLION OF SUCH BONDS.) 

6. FOREIGN DM BONDS: IN EARLY SEPTEMBER, A DM lOO 
MILLION LOAN WAS FLOATED FOR THE GOVERNMENT OF BRAZIL 
(COUPON 8 3/4 PERCENT, ISSUE PRICE 99 1/4, MAXIMUM 
MATURITY 10 YEARS). ON SEPTEMBER 16, THE IBRD WILL OFFER 
A DM 250 MILLION LOAN (COUPON 7 3/4 PERCENT, ISSUE PRICE 
100, MATURITY 7 YEARS). ANOTHER DM 150 MILLION OF IBRD 
BONDS WERE PRIVATELY PLACED ALSO AT 7 3/4 INTEREST, 

BUT AT A 6 YEAR MATURITY. FURTHER BORROWERS IN 
SEPTEMBER WILL BE THE JAPANESE FIRM MITSUI TOATSU CHEMI- 
CAL (PRIVATE PLACEMENT, DM 50 MILLION, COUPON 7 3/4 
PERCENT, MATURITY 5 YEARS), THE EUROPEAN INVESTMENT 
BANK (PRIVATE PLACEMENT, DM lOO MILLION, COUPON 7 3/4 
PERCENT, ISSUE PRICE lOO, MATURITY 7 YEARS) AND THE 
JAPANESE NIPPON TELEPHONE AND TELEGRAPHIC PUBLIC 
CORPORATION (DM lOO MILLION). 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


7. ECONOMIC INDICATORS PUBLISHED THIS WEEK: 

NON-SEASONALLY ADJUSTED DATA 
RELEASED BY THE FEDERAL STATISTICAL OFFICE 
UNCLASSIFIED 

UNCLASSIFIED 
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JUNE JULY AUGUST 

LIVING COSTS (1970 EQUALS 
lOO) 141.5 140.9 141.4 

(PERCENT INCREASE 
OVER 1975) 4.5 4.1 4.6 

HIT .1 .F.NBR AND 


UNCLASSIFIED 
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